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PUBLIC NOTICE h

Public Notice of Proposed Actions for FFY 2018 DSH Payments and Inpatient/Outpatient Hospital
Changes

The South Carolina Department of Health and Human Services (SCDHHS), pursuant to the requirements of
Section 1902(a)(13)(A) of the Social Security Act, gives notice of the following proposed actions regarding
its methods and standards for establishing Medicaid Disproportionate Share Hospital (DSH) payments to
qualifying DSH hospitals, for potential increases to inpatient hospital per discharge rates and outpatient
hospital multipliers, for updating the swing bed hospital rates, and for updating the SC Department of
Mental Health long term psychiatric hospital rates under the State Plan under Title XIX of the Social Security
Act Medical Assistance Program (Medicaid).

On July 28, 2017, the Centers for Medicare and Medicaid Services (CMS) published a proposed rule which
outlines the methodology that CMS will employ for implementing the annual Medicaid DSH reductions
required by the Affordable Care Act (ACA). ACA reduced Medicaid Disproportionate Share (DSH) hospital
allotments on the assumption that there would be fewer uninsured people and less uncompensated care
with the expansion of health care coverage. The Medicaid DSH cuts, initially scheduled to begin during
federal fiscal year (FFY) 2014, have been delayed repeatedly but are scheduled to take place effective in
FFY 2018. The proposed FFY 2018 DSH reductions nationwide will amount to a reduction of $2.0 billion
federal dollars. The SC Medicaid DSH Program’s share of this reduction amounts to approximately $70
million federal dollars, or approximately $98 million total dollars. Therefore in the event that the FFY 2018
Medicaid DSH ACA cuts are implemented, the SCDHHS proposes to amend the South Carolina Title XIX
reimbursement methodology for Medicaid DSH payments as follows:

e The agency proposes to update the base year used to calculate the interim DSH payments for the
DSH allotment period which ends on September 30, 2018 (FFY 2018) using hospital fiscal year end
2016 data, the continued use of the December 19, 2008 Final Rule (Federal Register / Vol. 73, No.
245) relating to the audits of the Medicaid DSH Payment Plans, and the December 3, 2014 Final
Rule (Federal Register /Vol. 79, No. 232) which relates to the Medicaid Program DSH Payments
Uninsured Definition.

e The agency proposes to update the inflation rate used to trend the DSH base year cost to the end
of the 2016 calendar year.

e The agency proposes to expend one hundred percent of its FFY 2018 Medicaid DSH allotment to
qualifying DSH eligible hospitals.

e The agency proposes to seek comments from interested parties regarding the development of a
methodology to use in allocating the proposed FFY 2018 DSH ACA cuts.
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e In accordance with Budget Proviso #33.20 (C) of the State Fiscal Year (SFY) 2017/2018 South
Carolina State Appropriations Act, the agency proposes to create a separate DSH pool from the
existing FFY 2018 DSH allotment that will be spread among the South Carolina defined rural
hospitals as will be defined in Attachment 4.19-A of the SC Medicaid State Plan to include hospitals
in persistent poverty counties as defined in recent federal law. This DSH pool may reimburse SC
defined rural hospitals up to 100% of their DSH eligible unreimbursed costs. The following classes
of SC defined rural hospitals are proposed to receive the following percentages of DSH eligible
unreimbursed costs:

v" Hospitals designated as SC defined rural hospitals prior to October 1, 2014 may receive
100% of their DSH eligible unreimbursed cost;

v" SC hospitals designated as rural hospitals by the SC Medicaid Program for the first time
effective on and after October 1, 2014 may receive 90% of their DSH eligible unreimbursed
cost; and

v Effective October 1, 2016, the SC defined rural hospital criteria was amended to include a
hospital that is located within a “persistent poverty county” as defined in P.L. 112-74 that
is not otherwise eligible for higher reimbursement. A hospital that qualifies under this
criterion may receive 80% of its DSH eligible unreimbursed cost.

e In accordance with Budget Proviso 33.20 (A) of the SFY 2017/2018 South Carolina State
Appropriations Act, the agency proposes to tie DSH payments to participation in the Healthy
Outcomes Initiative and may expand the program as DSH funding is available.

The SCDHHS proposes to make the following change to the inpatient and outpatient hospital payment
methodology effective on or after October 1, 2017 should the proposed FFY 2018 DSH ACA cuts be
implemented:

e The agency proposes to update inpatient hospital per discharge rates and outpatient hospital
multipliers by approximately $98 million total dollars in the aggregate for both the SC Medicaid fee
for service and SC Medicaid Managed Care programs to account for the proposed reduction in FFY
2018 DSH payments.

The SCDHHS proposes to make the following changes to the inpatient hospital payment methodology
effective on or after October 1, 2017:

e The agency will update the swing bed rates based upon the updated October 1, 2017 nursing
facility payment rates.

e The agency will update the South Carolina Department of Mental Health’s (SCDMH) long term per
diem psychiatric hospital rates based upon the hospital fiscal year end June 30, 2015 cost reporting
period trended forward to the payment period.

SCDHHS proposes to implement bullets one, two, three, and five in order to calculate the FFY 2018 DSH
payments based upon the most recent cost reporting period data available (HFY 2016) and Medicaid DSH
allotment available. SCDHHS proposes to implement bullets four and seven in the event that the FFY 2018
ACA DSH cuts are enacted. The SCDHHS proposes to implement bullet six in order to improve outcomes
for the uninsured population. The SCDHHS proposes to update the swing bed rate (bullet eight) based upon
the annual rebasing of nursing facility rates. The SCDHHS proposes to implement bullet nine in order to



update the base year 2015 SCDMH long term psychiatric hospital rates for additional trend to the new
payment period.

Assuming that the FFY 2018 DSH ACA cuts are enacted, it is expected that the above actions relating to
bullets one through seven will be budget neutral in the aggregate. If the FFY 2018 DSH ACA cuts are not
enacted, annual aggregate DSH expenditures will decrease by approximately $1.3 million (total dollars).
In regards to bullets eight and nine, it is anticipated that inpatient hospital expenditures will increase by
approximately $144,000 (total dollars).

Copies of this notice are available at each County Department of Health and Human Services Office and
at www.scdhhs.gov for public review. Additional information concerning these actions is available upon
request at the address cited below.

Written comments may be sent to the Reimbursement Methodology and Policy Department, SCDHHS,
Post Office Box 8206, Columbia, South Carolina 29202-8206. Comments may also be submitted to
comments@scdhhs.gov. Written and e-mailed comments must be received by close of business
September 28, 2017.

Any written comments submitted may be reviewed by the public at the SCDHHS, Division of Acute Care
Reimbursements, 12" Floor, 1801 Main Street, Columbia, South Carolina, Monday through Friday
between the hours of 9:00 A.M. and 5:00 P.M.

Deirdra T. Singleton
Acting Director
South Carolina Department of Health and Human Services
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Notice of Non-Discrimination

The South Carolina Department of Health and Human Services (SCDHHS) complies with applicable Federal civil rights laws
and does not discriminate on the basis of race, color, national origin, age, disability, or sex. SCDHHS does not exclude people or treat
them differently because of race, color, national origin, age, disability, or sex.

SCDHHS provides free aids and services to people with disabilities, such as qualified sign language interpretersand written
informationinother formats (large print, braille, audio, accessible electronic formats, other formats). We provide free language services
to people whose primary language is not English, such as qualified interpreters and information written in other languages. If you
need these services, contact Janet Bell, ADA and Civil Rights Official, by mail at: PO Box 8206, Columbia, SC 29202-8206; by
phone at: 1-888-549-0820 (TTY: 1-888-842-3620); or by email at: civilrights@scdhhs.gov.

If you believe that SCDHHS has failed to provide these services or discriminated in another way on the basis of race, color,
national origin, age, disability, or sex, you can file a grievance with the Civil Rights Official using the contact information
provided above. You can file a grievance in person or by mail or email. If you need help filing a grievance, we are available to
help you.

You can also file a civil rights complaint with the U.S. Department of Health and Human Services, Office for Civil Rights,
electronically through the Office for Civil Rights Complaint Portal, available at https://ocrportal. hhs.gov/ocr/portal/lobby.jsf or by
mail or phone at: U.S. Department of Health and Human Services, 200 Independence Avenue, SW, Room 509F, HHH Building,
Washington, D.C. 20201 or by phone at: 800-368- 1019, 800-537-7697 (TDD). Complaint forms are available at
http://www.hhs.gov/ocr/office/file/index.html

Language Services

If your primary language is not English, language assistance services are available to you, free of
charge. Call: 1-888-549-0820 (TTY: 1-888-842-3620).
Si habla espanol, tiene a Su diSposicion Servicios gratuitos de asistencia linguistica. Llame al
1-888-549-0820 (TTY: 1-888-842-3620).
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Se fala portugués, encontram-se disponiveis servigos linguisticos, gratis. Ligue para 1-888-549-
0820 (TTY: 1-888-842-3620).

Ecnu Bbl roBOpUTE Ha PYCCKOM si3blke, TO BaM AOCTYMNHbI GecnnaTHble ycnyru nepeBoaa. 3BoOHUTe
1-888-549-0820 (TeneTann: 1-888-842-3620).

Néu ban noi Tiéng Viét, c6 cac dich vu hd troo ngén ngir mién phi danh cho ban. Goi sé 1-888-549-
0820 (TTY: 1-888-842-3620).

Se vocé fala portugués do Brasil, os servicos de assisténcia em sua lingua estdo disponiveis para
vocé de forma gratuita. Chame 1-888-549-0820 (TTY : 1-888-842-3620)
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Falam tawng thiam tu na si le tawng let nak asi mi 1-888-549-0820 (TTY: 1-888-842-3620) ah tang ka
pek tul lo in na ko thei.
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Haka tawng thiam tu na si le tawng let asi mi 1-888-549-0820 (TTY: 1-888-842-3620) ah tang ka pek
tul lo in ko thei.

Sivous parlez francais, des services d’aide linguistique vous sont proposés gratuitement. Appelez
le 888-549-0820 (ATS : 888-842-3620).
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